
- v u

125
Hg?

i

5?

*2 " ,.,.,

0000085650
I'll lllll

Judith A. Riley, JD. rn0llss10nALs, mznuz egg »- Co éklkl LaQQide Drive, Suite 100
Oklahoma City, OK 73120Arizona Corp0ran'0n Commission

T; 8:1 PJDGCKE pr;

C ' ,°;8» . ;00 : §_ l t . . »

,~. }

DEC 0 9 2002

DOCKETED BY November 16, 2002

Arizona Corporation Commission
.Docket Center
1200 W.Washington Street
Phoenix, AZ 85007

T-03228A-02-0894
T-03664A-02-0894

Re: Joint  Appl icat ion o f  Mat r i x  T e l ecom , Inc. and International Exchange
Communications, Inc. For Approval of the Transfer of Certain Assets and Related
Transactions and a Waiver of Applicable Anti-Slamming Regulations

Enclosed please find an original and ten (10) copies of the above described Application.

Please acknowledge receipt of this filing by file stamping the extra copy of the first page of the
Application and returning it in the self-addressed stamped envelope provided for this purpose.

If  you have any questions or need anything further, please contact me.

Sincerely,

M O
Jhdnh A. Riley

Enclosures

Office (405) 755-8 I77 (800)406-4777

l
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Fax (405) 755-8377
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Joint Application of
Matrix Telecom, Inc. and International
Exchange Communications, Inc.
for Approval of the Transfer of Certain
Assets and Related Transactions and
a Waiver of Applicable Anti-Slamming
Regulations .

)
)
)
)
)
)
)

Docket No.

JOINT APPLICATION

Comes now Matrix Telecom, Inc., (hereinafter referred to as "Matrix" or "Buyer") and

International Exchange Communications, Inc., (hereinafter referred to as "IECom" or "Seller"),

(together the "Applicants"), by their undersigned regulatory counsel and moves for approval of the

Arizona Corporation Commission (hereinafter referred to as the "Commission") of a proposed

transfer of certain assets held by Seller to Buyer and related transactions and a waiver of applicable

anti-Slamming regulations.

In support of this Application, Applicants state the following :

I THE PARTIES

Matrix Telecom. Inc

Matrix is a corporation organized under the laws of the State of Texas with its

principal offices located at 300 N. Meridian, Oklahoma City, OK 73107. Matrix is a provider of

intrastate interexchange telecommunications services in Arizona. Matrix was granted a certificate

of public convenience and necessity by the Commission and its tariff was subsequently approved

Matrix has provided services in Arizona since that time. Matrix is certified as a telecommunications

reseller in the 48 contiguous states where required. Matrix also provides interstate and international



telecommunications services pursuant to the authorities granted to it by the Federal Communications

Commission.

B. International Exchange Communications, Inc.

IECom is a corporation organized under the laws of the State of Delaware with its

principal offices located at 500 Airport Blvd., Suite 340, Burlingame, CA 94010. IECom is a

provider of intrastate interexchange telecommunications services in Arizona. IECom was granted

a certificate of public convenience and necessity by the Commission and its tariff was subsequently

approved. IECom has provided services in Arizona since that time. IECom holds an array of state

and federal regulatory licenses that are necessary to operate its business throughout the United States.

11. REQUEST FOR APPROVAL OF THE TRANSFER OF CERTAIN ASSETS AND

RELATED TRANSACTIONS AND OF A WAIVER OF APPLICABLE ANTI

SLAMMING REGULATIONS

On December 29, 2000, IECom entered into a Management Services Agreement ("MSA")

with Matrix Telecom, Inc.,  pursuant to which Matrix has been providing telecommunication

services to IECom's customer base under IECom's supervision. The MSA reflected, among other

things, that IECom and Matrix desired to negotiate and enter into an Asset Purchase Agreement

under which Matrix would buy the Assets they were to manage pursuant to said MSA. On

January 4, 2001, IECom filed a voluntary petition under chapter 11 of the Bankruptcy Code in

the United States Bankruptcy Court, Northern District of California, San Francisco Division. As

of the bankruptcy petition date, IECom ceased operations. Since the petition date, IECom has

been attempting to liquidate its assets in an orderly fashion in order to maximize the value of those

assets.  However,  Matr ix and IECom have been unable to agree upon the terms of an Asset

Purchase Agreement under which Matrix would buy the Assets identified in the MSA. At various

times throughout the pendency of IECom's chapter 11 case, representatives of IECom and Matrix

have engaged in negotiations to reach a resolution of their  disagreements.  These settlement

negotiations have been conducted at arms' length and in good faith by IECom and Matrix, and

have resulted in the Settlement Agreement which is attached as an Exhibit to the Motion For



Approval of Settlement Agreement filed with the Bankruptcy Court on October 17, 2002 found

in Attachment "A" hereto. Pursuant to the terms of the Settlement Agreement, Matrix will pay

IECom $600,000, IECom will transfer to Matrix the assets listed in Exhibits A and B of the MSA

also attached as Exhibits to the Motion and as Attachment "B" hereto. and both Matrix and IECom

will waive all claims against each other

The Applicants herein request that the Commission approve the transfer of said assets from

Seller to Buyer. Said transfer is in the best interest of the customers being served and will not in

any way disrupt service nor cause inconvenience or confusion to the customers of IECom. As one

of the assets being transferred is the perpetual right to use IECom's name, logos, trade or service

marks. etc.. which have been associated with the customer base, and Matrix intends to continue

to service these customers using the IECom name, the transfer will in fact be transparent to the

customers of IECom. Further, these customers are currently being billed by their LECs for the

services being provided by IECom. These billing arrangements will continue after the transfer

of this customer base to Matrix. In addition. the customers rates. terms and conditions of service

will not change from those currently in place. Matrix will continue to provide high quality

affordable telecommunications services to these customers in the same manner as it has operated

since it obtained its certificate and in the same manner as it has serviced these customers over the

last year and a half pursuant to the MSA. However, should die transfer not be approved, it would

seem almost certain that these customers would experience a discontinuance in service as IECom

no longer has the ability to service these customers and has, in fact, ceased operations

As Matrix proposes to operate this base under the name of IECom, Matrix requests that

its Certificate of Authority be modified to include its right to operate under this name. Further

Matrix will make additional filings, as required, to incorporate appropriate rates, terms and

conditions of service into its current tariff in order to assure that this base will not experience a

change in the rates, terms or conditions of service that currently apply

The Applicants hereto recognize that a Customer Notification of the transfer is required

Attached hereto as Attachment "C" is a copy of the Notice that will be sent to all customers on

3



or as soon as possible after, the Settlement Effective Date, as defined in the attached Settlement

Agreement. While the Applicants intend to make every effort to comply with the states anti

slamming regulations and reconcile said regulations with the Federal Bankruptcy Court Order, a

waiver from any applicable anti-slamming regulations that would be violated by this transfer being

made pursuant to Bankruptcy Court Order is requested. Waiver may be necessary to ensure a

seamless transition of these customers to Buyer. In addition, the Bankruptcy Court Order may

require transfer of these customers before the required notice period can be exhausted. As stated

above, these customers will see no change in rates, terms or conditions of service from those

currently in effect and died will continue to be billed in the same manner as they have been being

billed for the last year and a half. The transfer of these customers to Matrix will be transparent

to said customers

Applications for approval of this transaction and a waiver of anti-slamming regulations

where required, will be filed with the FCC and every state in which IECom is required to file for

approval. Letters of notification will be sent to all other states in which IECom operates

IECom and Matrix pledge that they will make every effort to comply with all applicable

statutes and Commission rules and regulations

111. CONTACT INFORMATION

The Applicants herein provide the following contact information for questions, notices

pleadings and other communications concerning this Application

Judith A. Riley, Esq
Telecom Professionals. Inc
2912 Lakeside Drive
Oldahoma City, OK 73120
Telephone: (405) 755-8177
Facsimile: (405) 755-8377
email jriley@telecompliance.net



Iv. CONCLUSION.

For the reasons stated herein, the Applicants request expedited approval of the transfer of

assets and related transactions and waiver ofanti-slamming regulations as described herein, to permit

the Applicants to consummate this transfer as soon as possible.

Respectfully Submitted,

4
with A. Riley, Esq.

Telecom Professionals, Inc.
2912 Lakeside Drive
Oklahoma City, OK 73120
Telephone-(405) 755-8177
Facsimile-(405) 755-8377
email-jri1ey@te1ecomp1iance.net

1: O

Regulatory Counsel for Applicants

Dated: November 6, 2002.



VERIFICATION

STATE OF OKLAHOMA
SS

COUNTY OF GRADY

I, Dennis E. Smith, hereby declare under penalty of perjury, that I am the President of
Matrix Telecom, Inc., ("Buyer"), that I am authorized to make this verification on behalf of
Buyer, that I have read the foregoing, and that the facts stated therein are true and correct to the
best of my knowledge, information and belief

Dated this 6 day of November, 2002

LYNN4SA DOWDLE
Dennis E. Smith
President
Matrix Telecom. Inc

Gr Ody County
Notary Public in and for

State of Oklahoma
My commission nxpiras July 18, 2995

to and subscribed before me this 6 day of November, 2002

Xwvlwc,
NotarWPub1ic

My Commission expires

Iulv 18, 2005

Commission #: 01012005



ATTACHMENT A

MOTION FOR APPROVAL OF SETTLEMENT AGREEMENT

UNITED STATES BANKRUPTCY FILING
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002

I

2

3 California 90067-1698
310

4

5 Bankruptcy Counsel for Pacific Gateway Exchange, Inc., et al,,
6 Debtors and Debtors In Possession .

LEE R. BOGDANOFF State Bar No. 119542 and
MARTIN R. BARASH State Bar No. 162314 Attorneys with
KLEE, TUCI-IIN, BOGDANOFF ba STERN L P
1880 Century Pak East, Sulte 200

LTOS Angeles, 407 tooole bone: -4
Facsrnile: 13101407-9090

7

8

9

Debtors' Mailing Address:
500 Airport Drive, Suite 340
Burlingame, California 94010

10

UNITED STATES BANKRUPTCY COURT
NGRTHERN DISTRICT OF CALIFORNIA

SAN FRANCISCO DIVISION

11 Ld re;

12

13

PACIFIC GATEWAY EXCHANGE, INC.,
a Delaware comE<nauon go I.D.
3134065 IN A T I  N A L
CHANG

CaseNos. SF 00-33019 DM; SF 0L.30027
DM; SF 01-30014 DM; SF 01-30016 DM;
SF 01-30017 DM, SF 01-8:0015 DM
(lomtf Administered under Case No. SF
00-33 19 DM) .

14 3292274); INC.,
f/k/a/ PG"éx15

Chapter 1 I

[Pleading Applies to All Cases]

16

17 INC., a Delaware corpora-
and

INC., a Delaware corpo-18

No. 94-
EX-

COM CATIONS, INC., 8
Delaware °0§3;>;,8*§&g No. 94-

a
Delaware corporation, egress
Inc. Igax I.D. No. 94~3335904), A l u i n
RAT WAYS, INC., a Delaware corpora-

'8§'£"63L'.D. No. 94-3282029);

t i 31 94-3286651);
G  O T ,
ration (Tax LD. No. 94-3316865),

19
l

20
Debtors

NOTICE OF MOTION AND MOTION
BY INTERNATIONAL EXCHANGE
COMMUNICATIONS, INC. FOR
APPROVAL OF SETTLEMENT
AGREEMENT WITH MATRIX

4 TELECOM INC. AND SALE OF
ASSETS PURSUANT THERETO;
DECLARATION OF DAVID M
DAVIS IN SUPPORT THEREUF

No Hearing Required Pursuant To
Bankruptcy LocalRule 9014-1(b)(3)

ET
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NOTICE OF MOTION AND MOTION

PLEASE TAKE NOTICE that International Exchange CommunicaNons

4 Inc., a Delaware corporation ("lECom") hereby moves the Court to enter an order, purse

5 ant to Federal Rule of Bankruptcy Procedure 9019(a) and other applicable law, approving

6 the "Settlement Agreement" dated as of August 12, 2002 between IECom and Matnlx

7 Telecom, Luc. ("Matrix"), which Settlement Agreement is attached as Exhibit "1" hereto

8 Pursuant to the Stipulation, Matrix shall pay IECom $600,000, IECom shall transfer to

9 Matrix substantially all of its remaining assets, and both Matrix and IECom will waive all

10 claims against each other. This Motion is based upon these moving papers, the accompa

11 hying Memorandum of Points and Authorities and Declaration of David M. Davis

12 ("Davis Declaration"), the Settlement Agreement, the record in these cases, and such

13 other arguments and evidence as maybe presented at or prior to the hearing on the Mo-

14 son

16

17

18

19

20

21

22

23

24

25

PLEASE TAKE FURTHER NOTICE that Banlauptcy Local Rule 9014

1 of the United States Bankruptcy Court for the Northern District of California prescribes

the procedures to be followed in connection with this Motion, and that any objection to

the requested relief, or a request for hearing on the matter, must be filed and served upon

counsel for IECo1n, Klee Tuchin Bogdanoff & Stem LLP, At1J'1: Martin R. BaraSh, Esq

1880 Century Park East, Suite 200, Los Angeles, CalifOrnia 90067-1698, counsel for Ma

Trix, Kirldand & Ellis, Attn: Bennett L. Spiegel, Esq., 777 South Figueroa Street, Los

Angeles, CA 90017, and counsel for IECo1n's prepetition lenders, O'Melveny and Myers

LLP, Attu: Ben Logan, Esq., 400 South Hope Street, Los Angeles, CA 90012, within

twenty (20) days of the mailing of this Notice. A request for hearing or objection must be

accompanied by any declarations or memoranda of law the party obiecting or requesting
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1 hearing wishes topresent in support of its position. If there is no "m';§ji§i; i s

2 'l wested relief or a request for hearing, the Court may enter an Qrd€l` grey s

3 reqquestcd in the Motion without further notice or hearing.

4 .
5 DATED; October 17, 2002

6

7

8

9

10

11

12

13

14

1.5
.16

17

18

19

20

21

22

23

24

25

26

27

28

mARTIN R. BARASH, an Attorney with

Bankruptcy Counsel For
Debtors And Debtors In Possession

KT.-EE, TUCHIN, BOGDANOFF & STERN LLP
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MEMORANDUM OF POINTS AND AUTHORITIES

BACKGROUND FACTS

General Background

On December 29, 2000, PGEX tiled a voluntary petition for relief under

6 chapter 11 of title 11 of the United States Code ("Balulotuptcy Code"). On January 3

7 2001 and January 4, 2001, certain of PGEX's domestic subsidiaries also filed voluntary

8 petitions under chapter 11 of the Bankruptcy Code: IECom, Onyx, World Pathways, Inc

9 <"wp1"), WorldLink, INC. <"wLI">, all Global Time, Inc. ("GTI"), the latter of which

10 a subsidiary of IECom (collectively with PGEX, the "Debtors"). Pursuant to Bankruptcy

l l Code sections l 107(a) and 1108, the Debtors have been managing their affairs as debtors

12 and debtors in possession

13 Prior to the commencement of these cases, the Debtors and their non-debtor

14 affiliates (collectively, the "Company") operated a global telecommunications enterprise

15 offering voice~based telecommunications, Internet and bandwidth services. The

16 Company used and resold telecommunications services on a state-of-theart network of

17 land-based and undersea cables that connect key metropolitan centers in the United

18 States, Europe, Asia, and the Pacific. The Company (through its various entities) owns

19 (or owned) some of the cable capacity that corriprised that network, as well as several

20 land-based switching facilities in California, New York, Texas, Australia, New Zealand

21 the United Kingdom, Russia, and Germany

22 For over half a year prior to the petition dates, with the assistance of

23 Development Specialists, Inc. ("DSI"), a national turnaround consulting firm, the Debtors

24 and their non~debtor affiliates were engaged in efforts to streamline their businesses

25 discontinue unprofitable operations, and attempt to market the assets relating to those

26 operations. As of their Petition Dates, the Debtors ceased operations. During these

27 cases, the Debtors have been liquidating their assets in an orderly fashion in order to

28 mavdrnize the value of those assets.. The Debtors obtained limited, short-term debtor in
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1

1 possession financing ("DIP Financing") for this purpose from their prepetition lenders

2 ("Lenders").

3 B. IECom, Matrix, and the Settlement Agreement.

4 . The retail business was operated by IECom. Prior to the Petition Date,

5 IECom sold end-user long distance telephone services on a pre-subscribed and call-by-

6 call basis to customers in the United States. Based in Santa Ana, California, IECom

7 specialized in targeting groups that are high-volume consumers of international

8 telecommunications services, including the Filipino, Japanese, Chinese, Vietnamese,

9 Russian, and Korean communities resident in the United States. IECom was a

10 "switchless" reseller of telecommunications services, meaning it obtained long distance

11 services from PGEX and other wholesale carriers. lECom holds (and held) an array of

12 state and federal regulatory licenses that were necessary to operate its business

13 throughout the United States.

14 On December 29, 2000, IECom entered into a certain Management

15 Services Agreement ("MSA") with Matrix Telecom, inc. ("Mat'rix"), pursuant to which

16 Matrix has been providing telecommunication services to IECom's customer base.. The

17 MSA provided, among other things, that: (1) IECorn appointed Matrix as the sole and

18 exclusive provider of all services necessary or appropriate for the supervision and

19 management of certain assets of IECom (as defined in the MSA, the "Assets");" (2)

20 Matrix agreed to receive specified compensation for its services; (3) IECom agreed to

21 receive specified royalties for Matnlx's use of the Assets, (4) IECom and Matrix agreed

22 to share collected accounts receivable in specified proportions, and (5) IECorn and

23 Matrix undertook various responsibilities and made various representations and

24 covenants. The MSA also recited that IECorn and Matrix desired to negotiate and enter

25 into an Asset Purchase Agreement under which Matrix would buy the Assets pending

26 negotiation of a definitive transaction. A copy of the MSA is attached and incorporated

27 into the Settlement Agreement

28
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On December 29, 2000, Pacific Gateway Exchange, Inc. filed a voluntary

2 petition under chapter 1 1 of title 11 of the United States Code (the "Bankruptcy Code")

3 in the United States Bankruptcy Court for the Northern District of California (the

4 "Bankruptcy Court"). On January 3, 2001, Onyx Networks, Inc., World Pathways, Inc

5 WORLDLINK, INC., and Global Time, Inc. also tiled voluntarY petitions under chapter

6 ll in die Bankruptcy Court. Finally, on January 4, 2001, IECorni'iled a voluntary

7 petition under chapter 11 of the Banlmxptcy Code in the Banloruptcy Court. On January

8 9. 2001, the Bankruptcy -Court entered in the Debtors' cases its Interim Order (A) (i)

9 Authorizing Post Petition Financing and (ii) Granting Super Administrative Priority

10 Expense Claim Status and (B) Scheduling a Final Hearing, attached to which was a copy

11 of the MSA and a Clarification of the MSA, elaborating upon the proportions of collected

12 accounts receivable that IECom and Matrix had agreed to share

Just prior to IECom's Petition Date, Matrix determined that it would not

14 require the services of virtually all of IECom's employees to fulfill its obligations under

15 the Management Services Agreement. Accordingly, IECom's operations

16 discontinued and most of its employees were terminated prior to the commencement o f

17 this case. The remaining employees were terminated shortly thereafter. Following the

18 commencement of the case for IECom, Matrix and IECom were unable to agree upon the

19 terns of an Asset Purchase Agreement under which Matrix would buy the Assets

20 identified in theMSA. Among other things, IECom has insisted that Matrix purchase the

21 Assets for 1.5 times IECom's December 2000 revenues, the contemplated price

22 referenced in the MSA. Matrix has asserted in response, among other things, dirt the

23 price referenced in the MSA did not constitute a binding offer to purchase the Assets at

24 that price. Each of IECom and Matrix asserts that the acts, omissions, and/or

25 misrepresentations of the other are to blame for their iNability to agree

Disagreements between Matrix and IECOm also have arisen over their

27 obligations under the MSA. IECom asserts that Matrix breached certain of its covenants

28 obligations, and representations under the MSA by failing to pay IECom royalties to
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1 which IECom was entitled and by underreporting the revenues on which the royalties

2 were based. IECom asserts that Matrix owes it approximately $771,885 in unpaid

3 royalties. Matrix disputes diesel assertions. Matrix asserts that IECorn breached certain

4 of its covenants, obligations, and representations under the MSA and thereby caused

5 Matrix to incur extraordinary expenses that it should not have had to incur and that these

expenses offset any royalties otherwise due and entitle MatriX to assert a claim for an

7 administrative expense against 1ECom's bankruptcy estate. Matrix asserts that IECom

8 owes it approximately $1,060,000 for these expenses. IECom disputes these assertions

9 . Also, as noted above, IECom asserts that Matrix has not negotiated in good faith an Asset

10 Purchase Agreement under which Matrix would buy the Assets. Matrix disputes this

11. assertion

12 At various times throughout the pendency of IECom's chapter ll case

in representatives of IECorn and Matrix have engaged in negotiations to reach a global

14 resolution of their disagreements. These settlement negotiations have been conducted at

15 arms' length and in good faith by IECom and Matrix, and have resulted in the Settlement

16 Agreement. Without admitting any liability or the accuracy of any claims or allegations

17 the parties have agreed to settle as expeditiously as possible all disputes among

i s themselves, including all disputes arising out of the facts and allegations recited above

19 pursuant to the terms of the Settlement AgreeMent. As more specifically set forth

20 therein, Matrix will pay IECom $600,000, lECom shall transfer to Matrix the Assets, and

21 both Matrix and IECom will waive all claims against each other. The Settlement

22 Agreement is fair, reasonable, and in the best interests of IECom's estate

23 All funds generated from the Settlement Agreement (i.e., the $600,000) wit

24 be remitted to the Lenders pursuant to die DIP Financing agreements, arid in accordance

25 wide the properly perfected, first priority lien asserted by the Lenders in all of IECom's

26 assets. By execution of the Settlement Agreement by their agent, the Lenders already

27 have approved of the Settlement Agreement and consented to the relief requested in this

28 Motion
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Although IECom disputes Matrix's contentions regarding liability for

2 $1 million in administrative expenses, and although it believes that its claims against

3 Matrix would be meritorious if litigated, IECom would face substantial expense and

4

5

6 whether and to what extent the Lenders would approve funds for such purpose. Further

7 it is unclear whether the IECorn customer base actually can be transferred to another

8 buyer and sold for any amount, if this Settlement Agreement is not approved. In light of

9 these circumstances, the Settlement Agreement is fair and reasonable. Further, the fact

10 that the Settlement Agreement has been approved by the one group of creditors that hold

11 the economic interest in these matters - the Lenders - there can be little question that the

12 relief requested is appropriate under the circumstances

13

litigation risk if the Settlement Agreement is not approved. Presently, IECom's only

source of funds for such litigation derive &om the DIP Financing, and it is not clear

LEGAL ARGUMENT

A. This Cord Should Approve The Stipulation As A Compromise
Or Settlement Of Controversy Pursuant To Federal Ru
Bankruptcy Procedure 9019(a)

The Applicable Standard

Bankruptcy Rule 9019(a) provides that

20

22

Of motion by the [debtor in possession] and after a hearing
on notice to creditors. the United _States trustee. the debtor
and indenture misters as provided in Rule 2002 and to such
other entities as the court may designate, the court may
approve a compromise or settlement

Fed. R. Bangor. p. 90l9(a)

The Ninth Circuit has long recognized that "[t]he bankruptcy court has

great latitude in approving compromise agreements." Woodson v. Fireman's Fund Ins

Co. (hi re Woodson), 839 F.2d 610, 620 (9th Cir. 1988). "-The purpose of a compromise

27 agreement is to allow the [debtor in possession] and the creditors to avoid the expenses

and burdens associated with litigating sharply contested and dubious claims." Martin v

24
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1

2

3

4

5

6

7

Kane lf re A_& C Properties), 784 F.2d 1377, 1380-81 (9th Cir.), cert. denied, 479 U.S

854 (1986). Accordingly, in approving a settlement agreement, the Court need conduct

neither an exhaustive investigation into the validity, nor a mini-trial on the merits, of the

claims sought to be compromised. United States v. Alaska National Bank (In re Walsh

Constr.lnc.), 669 F.2d 1325, 1328 (9th Cir. 1982). Rather, it is sufficient that the Court

find that the settlement was negotiated in good faidi and is reasonable, fair, and equitable

In re A & C Properties, 784 F.2d at 1381

The Ninth Circuit has identified the following factors for consideration in

9 determining whether a proposed settlement agreement is reasonable, fair, and equitable

10 (a) The probability of success in the litigation; (b) the difficulties, if any, to be

11 mcountemd in the matter of collection, (e) the complexity of the litigation involved, and

12 the expense, inconvenience and delay necessarily attending it, (d) the paramount interest

13 of the creditors and a proper deference to their reasonable views in the premises. In re A

14 & C Properties, 784 F.2d at 1381

15 Consideration of these factors does not require the Court to decide the

16 questions of law and fact raised in the controversies soiight to be settled, or to determine

17 whether the settlement presented is the best one dirt could possibly have been achieved

18 Rather, the Court need only canvass the issues to determine whether the settlement falls

19 "below the lowest point in the zone of reasona5Ieness." Newman v- -Stein, 464 F.2d 689

20 698 (2d Cir.) (emphasis added), cert. denied sub nom.. Benson v. Newman, 409 U.S. 1039

21 (1972), see also Anaconda-Ericsson Inc. v. Hessen (In re Teltronics Services. Inc), 762

22 F.2d 185, 189 (Zd Cir. 1985); Qgsoffv. Rocjgan (In re W.T-.Glant Co.), 699 F.2d 599

23 608 (ad Cir), cert. denied, 464 U.S. 822 (1983). Finally, although the Court should give

24 deference to the reasonable views of creditors, "objections do not rule. It is well

25 established that compromises are favored in banlOrUptey." Ki re Lee Wav Holding! Co

26 120 B.R. 881, 891 masts. S.D. Ohio 1990)

27
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The Court Should Approve The Settlement
Agreement Because t Is Fair. Reasonable. And In
TEe Best Interests Of The Debtors And The
Estates

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

As the facts set forth above and in the accompanying Davis Declaration

amply demonstrate, the Settlement Agreement is reasonable, fair, and in the best interests

of IECom and its economic stakeholders. Despite IECom's belief that it is entitled to

$771,885 in unpaid royalties and additional amounts iii compensation for the Assets (i.e

principally the customer base), IECom faces real expense and real risk in pursuing these

causes of action rather than entering into the Settlement Agreement. As noted above

Matrix asserts over $1 million in administrative expenses against IECom which, if

sustained, would substantially offset any judgment that IECom might realize against

Matrix. IECom's only source of funds for such litigation would derive from the DIP

Financing, over which the Lenders have complete budgetary discretion - the very same

Lenders who would be exclusively entitled to the proceeds of such litigation, on account

of the DIP Financing agreements and .their prepetition liens. As noted by their execution

of the Settlement Agreement, the Lenders have approved of the Settlement Agreement

As the creditors with the economic interest in the matter, their approval confirms that

approval of the Settlement Agreement is fair, reasonable and sensible

CONCLUSION

WHEREFORE, for the reasons and based on the authorities presented

above, IECOM respectfixlly requests that this Court enter an order pursuant to Federal

Rule of Bankruptcy Procedure 9019(a) approving the Settlement Agreement attached

hereto as Exhibit

2 ,Q

22

23

24

25

26

27

DATED: October 17, 2002
MARTIN R. BARASH, an Attorney with
KLEE. TUCHIN. BOGDANOFF & STERN LLP
Bankruptcy Counsel For
Debtors And Debtors In Possession
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I. DAVID M. DAVIS., declare as follows

I am over 18 years of age. If called as a witness in this case, I could

3 and would competently testily from my own personal knowledge regarding the matters

4 set forth in this Declaration, except as otherwise may be stated

On December 29, 2000, Pacific Gateway Exchange, Inc., a Delaware

6 corporation ("PGEX") filed a voluntary petition for relief under chapter ll of title ll of

7 the United States Code ("Back:ruptcy Code"). On January 3 and 4, 2001, certain of

8 PGEX's domestic subsidiaries also filed voluntary petitions under chapter ll of the Bank

9 ruptcy Code: International Exchange Communications, Inc., a Delaware corporation

10 ("IECom") (January 4), Onyx Networks, Inc., a Delaware corporation ("Onyx"), World

l l Pathways, Inc., a Delaware corporation ("WPI"), WorldLink, Inc., a Delaware corpora

12 son ("WLI"), and Global Time, Inc., a Delaware corporation ("GTI"), the latter of which

13 is a subsidiary of IECorn (collectively with PGEX, the "Debtors")

I am the Chief Financial Officer otlPGEx and President of Onyx

15 1'ECom. WPI. WLI, and GTI. I am the sole officer of each of the Debtors and the inti

16 visual designated by the Court as the Responsible Person for the Debtors as debtors in

17 possession. I have served as anofiicer of PGEX since August, 2000, and became an at?

18 ricer of the other Debtors shortly before the commencement of their cases, As a result of

19 my 'involvement with the Debtors, I am familiar with the nature and scope of the Debtors

20 operations and financial affairs, the Debtors' books and records, their various assets, and

21 their chapter ll efforts

24

26

For over half a year prior to the petition dates, widl the assistance of

Development Specialists, Inc. ("DSI"), a national turNaround consulting firm, the Debtors

and their nomdebtor affiliates were engaged in efforts to strearnlinetheir businesses, dis

continue unprofitable operations, and attempt to market the assets relating to those opera

sons. As of their Petition Dates, the Debtors ceasedoperations. During these cases, the

Debtors have been liquidating their assets in an orderly fashion in order to maximize the

value of those assets. The Debtors obtained limited, short-term debtor in possession 5

10



10/30/2002 14210 FAX

11 IECom was the Company's retail business. Prior to the Petition

12 Date, IECom sold end-user long distance telephone services on a pre-subscribed and call

13 by-call basis to customers in the United States. Based in Santa Ana, California, IECom

14 specialized in targeting groups that are higlrvolume consumers of international

15 telecommunications services, including the Filipino, Japanese, Chinese, Vietnamese

16 Russian. and Korean communities resident in the United States. IEco1n was a

17 "switchless" reseller of telecommunications services, meaning it obtained long distance

18 services from PGEX and other wholesale carriers. IECorn holds (or held) an array of

19 state and federal regulatory licenses that were Necessary to operate its business

to throughout the United States

21

22

23

24.

25

26

27

28

1 narcing ("DIP Financing") for this purpose from their prepetition lenders ("Lenders")

Prior to the commencement of these cases, the Debtors and their

3 non-debtor affiliates (collectively, the "Company") operated a global telecommunications

enterprise, offering voice-based telecommunications, Internet and bandwidth services

5 The Company used and resold telecommunications services. on a state-of-the-art network

6 of land-based and undersea cables that connect key rnetnopolitancenters in the United

7 States, Europe, Asia, and the PaciNo. The Company (through its various entities) owns

8 (or owned) some of the cable capacity that comprised that network, as well as several

9 land-based switching facilities in California, New York, Texas, Australia, New Zealand

10 die United Kingdom, Russia, and Germany

6

7 On December 29, 2000, IECom entered into a certain Management

Services Agreement ("MSA") with Matrix Telecom, Inc. ("Matrix"), pursuant to which

Matrix has been providing telecommunication services to IECom's customer base. The

MSA provided, among other things, that; (1) IECom appointed Matrix as the sole and

exclusive provider of all services necessary or appropriate for the supervision and

management of certain assets of IECom (as defined in the MSA, the "Assets"), (2)

Matrix agreed to receive specified compensation for its services; (3) IECom agreed to

receive specified royalties for Matnlx's use of the Assets, (4) IECom and Matrix agreed
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1 to share collected accounts receivable in specified proportions; and (5) IECom and

2 Matrix undertook various responsibilities and made various representations and

3 covenants. The MSA also recited that IECom and Matrix desired to negotiate and enter

4 into an Asset Purchase Agreement under which Matrix would buy the Assets pending

5 negotiation of a definitive transaction. A copy Of the MSA is attached and incorporated

6 into the "Settlement Agreement," which is annexed hereto as Exhibit 1 and discussed

7 below

8 Just prior to IECom's Petition Date, Matrix determined that it would

9 not require the services of virtually all of IECom's employees to iiultiil its obligations

i t under the Management Services Agreement. Accordingly, IECorn's operations were

11 discontinued and most of its employees were terminated prior to the commencement of

12 this case. The remaining employees were terminated shortly thereafter. Following the

13 commencement of the case for IECom, Matrix and IECom were unable to agree upon the

14 terms of an Asset Purchase Agreement under which Matrix would buy the Assets

15 identified in the MSA. Among other things, IECom has insisted dirt Matrix purchase the

16 Assets for 1.5 times IECom's December 2000 revenues, the contemplated price

17 referenced in the MSA. Matrix asserted in response, among other things, that the price

18 referenced in the MSA did not constitute a binding offer to purchase the Assets at that

19

20 Disagreements between Matrix and lECom also arose over their

21 obligations under the MSA. IECom has asserted that Matrix breached certain of its

22 covenants, obligations, and representations under theMsA by failing to pay lECom

23 royalties to which IECom was entitled and by underreporting the revenues on which the

24 royalties were based. IECom- has asserted that Matrix owes it approximately $771,885 in

25 unpaid royalties. Matrix has disputed these assertions, arguing that IECom breached

26 certain of its covenants, obligations, and representations under the MSA and thereby

27 caused Matrix to incur extraordinary expenses (over $1 million), which Matrix asserts it

28 is entitled to recover as an administrative expense against IECorn's bankruptcy estate

12
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17

18

19

20

21

22

23

IECom disputes these assertions, ad thither alerts that Matrix has not negoNated m

good faith an Asset Purchase Agreement under which Matrix would buy the Assets

At various times throughout the pendency of IECorn's chapter 11

case, representatives of Matrix and IECom (including myself and counsel under my

direeNon) have engaged 'm negotiations to reach a global resolution of their

disagreements. At all times these settlement negotiations have been conducted at arms

length and in good faith by IEcorn, which has sought exclusively to maximize the

recovery for its estate. Based upon my observations of Iviauirds representatives, it

likewise appears to me that Matrix sought to maadmize the recovery for Matrix. Without

admitting any liability or the accuracy of any claims or allegations, the parties have

agreed to setae as expeditiously as possible all disputes among themselves pursuant to

the attached Settlement Agreement As more specifically set forth therein, Matrix will

pay IECom S600,000, IECom shall transfer to Matrixthc Assets, and both Matrix and

lECom will waive all claims against each other

It is my belie£ based upon prior dealings with Matrix and my

experience in these cases generally, that 1`ECoxn would face substantial expense if the

Settlement Ageexnent is not approved, as well as litigation risk. Presently, IECom's only

soiree of funds for such litigation derive from the DIP Financing. I do not believe that

the Lenders would approve funds for such purpose. Further, it is unclear whether the

1`ECorh customer base actually=cou.ld be transferred to another buyer and sold for any

amount, if this Setts ant Agreement is not approved. Based upon all of the foregoing, I

have determined, in the exercise oby business judgment on behalf of IECom, that the

Settlement Agreement is fair, reasonable, and in the best interests of [ECon's estate

I declare moa penalty of perjury that the foregoing is true and correct

Executed this 17th day of October, 2001, at Burlingame, California

- m

27 @1114
DAv1:D M. DAVIS

I

Tom. p.ez
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SETTLEMENT AQREEMENT

This Settlement Agreement dated August 12, 2002 (the "Settlement

Agreement") is entered into by and among Matrix Telecom, Inc. ("Matrix") and

lnternationeil Exchange Communications, inc. ("lECom") (together, Matrix and

lEcom will be referred to as the "Settling Parties"). With the intent of achieving a

final resolution of the disputes among them that arise out of or are in any way

related to any of the matters set forth in the following Recitals, and with the intent

of  being legally bound, the Sett l ing Part ies hereby represent and agree as

follows.

REClTAL_S

On or about December 28, 2000, Matrix and lECom signed a

Management Services Agreement that stated it was "made and entered into as of

.January 5, 2001" (the "MSA"), a copy of which as attached hereto and

incorporated by reference as if set forth in full. The MSA provided, among other

things, that: (1) tEC om appointed Matrix as the sole and exclusive provider of all

services necessary or appropriate for the supervision and management of certain

assets of~ lECom (as defined in the MSA, the "Assets"), (2) Matrix agreed to

receive specified compensation for its services; (3) lECom agreed to receive

specified royalties for Matrix's use of the Assets, (4) lECom and Matrix agreed to

share collected accounts receivable in specified proportions, and (5) lECom and

Matrix undertook various responsibilities and made various representations and

covenants. The MSA also recited that lECom and Matrix desired to negotiate

and enter into an Asset Purchase Agreement under which Matrix would buy the

Assets.

B. On December 29, 2000, Pacific Gateway Exchange, Inc. filed a

voluntary petition under chapter 11 of title 11 of the United States Gods (the

1
'Exhibit 1
Page 14
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"Bankruptcy Code") in the United States Bankruptcy Court for the Norther

District of California (the "Bankruptcy Court"). On January 3, 2001, Onyx

Networks, Inc., World Pathways, Inc., WORLDLlNK, INC., and Global Time. Inc.

filed voluntary petitions under chapter ti of the Bankruptcy Code in the

Bankruptcy Court. On January 4, 2001, lECom filed a voluntary petition under

chapter ti of the Bankruptcy Code in the Bankruptcy Court, Together, these six

For procedural purposes, the

Bankruptcy Court is jointly administering the Debtors' cases under case number

SF 00~33019 DM.

C. On January 9, 2001, the Bankruptcy Court entered in the Debtors'

cases its Interim Order (A) (i) Authorizing Post Petition Financing and (ft)

Granting Super Administrative Priority Expense Claim Status and (B) Scheduling

a Final Hearing, to which were attached a copy of the MSA and a Clarification of

.the MSA that elaborated upon the'proportions of collected accounts receivable

that lECom and Matrix had agreed to share.

D. Matrix and lECom were unable to agree upon the terms of an Asset

Purchase Agreement under which Matrix would buy the Assets. Each of the

Selling-paNies asserts that the acts, omissions, andior misrepresentations of the

other are to blame for their inability to agree

Disagreements between Matrix and lECom have arisen over their

obligations under the MSA. (a) lECom asserts that Matrix breached certain of its

covenants, obligations. and representations under the MSA by failing to pay

lECom royalties .to which lECom was entitled and by undeneponing the

revenues on which the royalties were based, . lECom asserts that Matrix owes it

approximately $771 ,885 in unpaid royalties. Matrix disputes these assertions. (b)

Matrix asserts that lECom breached certain of its covenants, obligations, and

representations under the MSA and thereby caused Matrix to incur extraordinary

entities wit! be referred to as the "Debtors".

2 Exhibit I
Page 15
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expenses that it should not have had to incur and that these expenses offset any

royalties otherwise due and entitle Matrix to assert a claim for an administrative

expense against lECom's bankruptcy estate. Matrix asserts that lECom owes it

approximately $1 ,060,000 for these expenses. lECom disputes these assertions

(c) IECom asserts that Matrix has not negotiated in good faith an Asset Purchase

Agreement under which Matrix would -buy the Assets. Matrix disputes this

assertion

F Representatives o f  t h e Settling Parties have engaged in

negotiations to reach a global resolution of their disagreements, These

settlement negotiations have been conducted at arms' length and in good faith by

the Settl ing Parties and have resul ted in this Settlement Agreement

Accordingly, without admitting any liability or the accuracy of any claims or

allegations, the Settling Parties wish to settle as expeditiously as possible all

disputes among themselves, including all disputes arising out of the facts and

allegations recited above, as follows

SETTLEMENT TERMS

In light of the foregoing, and in consideration of the promises and releases

contained herein and other good and valuable consideration, the sufficiency

which is hereby acknowledged, the Settling Parties agree as follows

The Settling Parties acknowledge that this Settlement Agreement is

subject to the approval of the Bankruptcy Court, and it is agreed that lECom

shall, at its own expense, seek to obtain approval of this Settlement Agreement

by the Bankruptcy Court as soon as possible pursuant to Federal Rule of

Bankruptcy Procedure 9019 on due and appropriate notice to creditors and other

parties in interest in lECom's chapter 11 case; provided, however, that Matrix

of

Exhibit 1
Page 16
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shall bear the burden (and any cost) of providing the evidence uniquely within its

control that is necessary to obtain the Bankruptcy Court's approval

This Settlement Agreement shall be effective on the first business

day that an' order of the Bankruptcy Court approving this Settlement Agreement

("Settlement and Sale Order") in a form reasonably acceptable to the Settling

Parties becomes final, unappeasable, and unstated (the "SettleMent Effective

Date"): provided, however, that Matrix may, in its sole discretion, waive the

requirement that the order be final and unappeasable, and cause the Settlement

Effective Date to occur following entry of the Settlement and Sale Order, by

delivering a written notice to this effect to lECom, in which case the Settlement

Effective Date shell be the date on which such notice is delivered

The Settlement and Sale Order must (A-) provide for the sale of the

Assets to Matrix (i) free and clear of all l iens, claims. encumbrances, and

interests of those lienholders identified in the Bankruptcy Court's "Order Granting

Omnibus Motion to Establish Procedures for the Expedited Sale of Assets and

Authority to Sell Assets Free and Clear of Liens, Claims, and Encumbrances

(collectively, the "Lienholders") entered in the Debtors' cases on March 12, 2001

and (ii) without any other representations. warranties, or conditions, (B) require

the transfer of the Assets and the payment of the $600,000 to occur without

delay, and (C) include a finding that Matrix is a good-faith purchaser of the

Assets as defined in section 3fl(m) of the Bankruptcy Code, Provided the

Settlement and Sale Order is entered, effective and unstated. lECom will

execute and deliver to Matrix any other documents that Matrix reasonably needs

to effectuate its acquisition of the Assets

On the Settlement Effective Date, Matrix will pay or cause to be

paid to lECom $600,000 by cashier's check or wire transfer

Exhibit 1
Page 17
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Neither lECom nor its secured lenders (as signified by their

approval and agreement at the end of this Settlement Agreement) wit! request

that the delivery of the Assets to Matrix be subject to an overbid and will oppose

any request for any overbid

6 The Settling Parties acknowledge that certain regulatory filings will

need to be made to effectuate Matrix's acquisition of the Assets. and lECom

agrees to -grant Matrix reasonable access at reasonable times upon reasonable

notice to documents or other information that Matrix needs for these filings or for

other reasons to effectuate its acquisition of the Assets

Subject to Paragraph 8 hereof, on the later of the Settlement

Effective Date and the date Matrix pays lECom $600,000 as required in

paragraph 4 above, except as otherwise expressly provided in this Settlement

Agreement, lECom and each of its past and present predecessors, successors

and assigns (jointly and severally, the "lECom Parties"), for and in consideration

of this Settlement Agreement, release and absolutely and forever discharge

Matrix and each of its past and present predecessors, successors, and assigns

(jointly and severally, the "Matrix Parties") and their officers. directors

employees, and attorneys of and from any and all demands, promises

agreements, losses, injuries, claims. damages, debts, liabilities, accounts

reckonings, obligations, costs, expenses, liens, actions, and causes of action

arising out of or in any way related to any of the matters set forth in the Recitals

of this Settlement Agreement

Notwithstanding any other provision of this Agreemerit

(A) any and all claims, causes of action or other rights of lECom

against Matrix that arise under the MSA as a result of claims, causes of

action or other rights asserted by third parties against lECom that become

Allowed General Administrative Claims" under the proposed Joint

Exhibit 1
Page 18
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Chapter 11 Plan of Liquidation dated July 31, 2002 ("Plan"), or that

otherwise become allowed administrative expenses pursuant to

Bankruptcy Code section 503(b) are neither waived nor released under

this Agreement;

(B) Matrix hereby represents and warrants to the-best of its knowledge

that all liabilities incurred by Matrix in connection with, arising out of, or

relating to its performance or non-performance of rights, duties, and/or

responsibilities under the MSA, on its own behalf or as agent for lECom,

have been paid and/or fully satisfied: and

(C) Matrix agrees to, and hereby does, fully indemnify, defend and

save and hold lECom harmless at all times in the event the fECom shall at

any time, or from time to time suffer any damage, obligation, liability, loss,

cost, expense, claim, settlement (including all reasonable attorneys' fees)

that becomes an "Allowed General Administrative Claim" under the

proposed Joint Chapter 11 Plan of Liquidation dated July 31, 2002, that

otherwise becomes an allowed administrative expense pursuant to

Bankruptcy Code section 503(b), or that would qualify as an allowed

administrative expense if the procedural requirements of section 503(b)

were satisfied, in connection with the assertion of a claim, cause of action

or other right by a third party, arising out of, resulting from or in connection

with the performance or nonperformance by Matrix of any rights, duties,

and/cr responsibilities under the MSA. on its own. behalf or as agent for

lECcm. Whenever lECom is notified that a party asserts a claim against

lECom as to which Matrix has indemnified lEcom under this paragraph

lECom shall promptly notify Matrix of the claim and, when known, the facts

constituting the basis for such claim, provided that failure of lECom to

provide Matrix with such notice shall not excuse or affect Matrix's

6 Exhibit 1
Page 19
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indemnification obligations hereunder. except to the extent that the failure

to provide such notice shall actually prejudice Matrix. in the event Matrix

shaft become obligated to lECom pursuant to this paragraph, or the

event that any suit, action. investigation, claim or proceeding is begun

made or instituted as a result of which Matrix may become obligated to

lECom hereunder, Matrix shall have the right to defend, contest or

otherwise protect against any such suit, action, investigation, claim or

proceeding by one or more counsel of its choice reasonably acceptable to

lECom. If Matrix so elects to defend or contest, lECom shall have the

right, at its expense, to participate in such defense, but such defense

shall. at all times, be conducted by and under the control of Matrix and its

counsel. lECom and its successors under the Plan agree to reasonably

in

cooperate and assist Matrix in defending against any such suit, action

investigation, claim or proceeding

(D) lECom hereby represents and warrants that to the best of his actual

knowledge, as of the date he executes this Settlement Agreement, David

m. Davis, president and Estate Representative for IECOM, has no

knowledge of any claims, causes of action or other rights of IECom

against Matrix that have arisen under the MSA as a result of claims

causes of action or other rights asserted by third parties against iECom

that are or may become allowed administrative expenses pursuant to

Bankruptcy Code section 503(b). This representation and warranty is

made by IECom, Matrix shall have no recourse against Mr. Davis in

connection with such representation and warranty

(E). Except as otherwise expressly provided in this Sett lement

Agreement, nothing in this Settlement Agreement shall affect lECom's

claims or rights against any other entities not a party to this Settlement

7 Exhibit 1
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Agreement or covered by this release, and nothing in this Settlement

Agreement shalt affect any other person's or entity's rights or claims

against any other person or entity. The rights and claims released

pursuant to this Settlement Agreement are limited to the rights and claims

owned by the party releasing such rights or claims

On the later of the Settlement Effective Date and the date Matrix

pays lECom 3600,000 as required in paragraph 4 above, the Matrix Parties, for

and in consideration of this Settlement Agreement, release and absolutely and

forever discharge the lECom Parties and their officers, directors. trustees

employees, and attorneys of and from any and all demands, promises

agreements, losses, injuries, claims, damages, debts, liabilities, accounts

reckonings, obligations, costs, expenses, liens, actions, and causes of action

arising out of or in any way related to any of the matters set forth in the Recitals

of this Settlement Agreement

10. Except as otherwise expressly provided in this Settlement

Agreement, nothing in this Settlement Agreement shaft affect Matrix's claims

against any other entities not a party to this Settlement Agreement

11. Except as otherwise expressly provided in this Settlement

Agreement

(A) Settling Parties intend this Settlement Agreement to be

effective on the Settlement Effective Date es a full and final accord and

satisfaction and general release of all claims, debts, damages, liabilities

demands, obligations, costs, expenses, disputes, actions, and causes of

action, known or unknown, suspected or unsuspected, that the lEcom

Parties may have against the Matrix Parties and that the Matrix Parties

may have against the lECom Parties. by reason of acts, circumstances, or

transactions arising out of or in any way related to any of the matters set

8 Exhibit 1
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forth in the Recitals of this Settlement Agreement, occurring before the

Bankruptcy Court's order approving this Settlement Agreement, with the

exception of the rights and obligations of the Settling Parties as expressly

set forth in or reset/ed under this Settlement Agreement

(B) in furtherance of this intention, on the Settlement Effective

Date the Settling Parties waive the benefit of the provisions of California

Civil Code § 1542, which- provides as follows

I A general release does not extend to claims which the
creditor does not know or suspect to exist in his favor at the
time of executing the release, which if known by him must
have materially affected his settlement with the debtor.

(C) On the Settlement Effective Date, the Settl ing Parties

expressly waive and relinquish any and all rights or benefits they. may

have under, or which may be conferred upon them by, the provisions of

§ 1542 of the California Civil Code to the fullest extent that they may

lawfully waive such rights or benefits pertaining to the subject matter of the

release set forth in this Agreement.

(D) in connection with such waiver and relinquishment, the

Settling Parties hereby acknowledge that they are aware that they may

hereafter discover claims and facts in addition to or different from those

which they now know or believe to exist with respect to the subject matter

of or any part to the releases set forth in this Agreement, but that it is

nonetheless the intention of the Settl ing Parties to effectuate such

releases hereunder.

12. The Settling Parties intend this S.enlementAgreement to be binding

upon them regardless of any claims of fraud, misrepresentation, concealment of

fact, mistake of law or fact. duress, or any other circumstance whatsoever in

connection with any matter dealt with in this Settlement Agreement or the

Exhibit 1
Page 22
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The Settling Parties will bear their own costs and attorneys' fees in

all matters that this Settlement Agreement resolves and with respect to .this

Séttlgment Agreement

14.

negotiation of this Settlement Agreement. In entering into this Settlement

Agreement, all Settling Parties recognize that no facts or representations ere

ever absolutely certain. Accordingly, the Settling Parties assume the risk of any

misrepresentation, concealment, or mistake; and if any of the Settling Parties

should subsequently discover that any facts relied upon by it or them in entering

into this Settlement Agreement were or are untrue, or that' any fact was

concealed from it or them, or that an understanding of the facts or of the law was

incorrect, that Settling Party or those Settling Parties shall not be entitled to set

aside this Settlement Agreement by reason thereof. The finali ty of this

Settlement Agreement is a material factor inducing the Settling Parties to enter

into this Settlement Agreement

13.

I f  the Bankruptcy Court does not approve this Sett lement

Agreement, the Settling Parties will have the same rights against each other that

they had upon the execution of this Settlement Agreement

15. While the Settling Parties are seeking to obtain approval of this

Settlement Agreement by the Bankruptcy Court, the Settling Parties will not set!

transfer, assign, release, or withdraw their claims against each other without the

consent of the other Settling Parties or unless any purchaser, assignee. or other

transferee of any claim expressly assumes all obligations under the Settlement

Agreement of the Settling Party that is selling, assigning, or transfening such

claim

16. ' I f  the Bankruptcy Court does not approve this Sett lement

Agreement, the Settling Parties agree that there shall not be admissible into

evidence in, used for any purpose in, have any bearing on, or be deemed a

10 Exhibit 1
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Each of the Settling Parties warrants and. represents to the other

_

waiver of the attorney-client privilege in, any proceeding between any of the

Settling Parties or in any proceeding involving the matters that are the subject of

this Settlement Agreement (a) the material terms of this Settlement Agreement,

(b) the details of the negotiations on which this Settlement Agreement was

based, (c) any deciarationsor arguments made on behalf of lECom andfiled with

the Bankruptcy Court in connection width the approval of this Agreement, and (d)

any declarationsor arguments made on behalf of Matrix and filed with- the

Bankruptcy Court in connection with the approval of this Agreement.

17. All obligations undertaken in this Settlement Agreement by the

Settling Parties shall be binding on their respective successors, transferee, and

assigns.

18;

Settling Parties as of the date of til ls Settlement Agreement and as of the

Settlement Effective Date that it has not assigned, encumbered, hypothecated, or

transferred. or purported to assign, encumber, hypothecate, or transfer, to any

other person or entity in any manner, including by way of subrogation, any claim,

demand, right, or cause of action that it has agreed in this Settlement Agreement

to release or any portion of any recol ery or settlement to which this Settlement

Agreement entitles it, other than as provided in connection with the debtor in

possession financing facility provided by the Lenders to lECom and its debtor

affiliates in connection with their chapter ii cases

19. This Settlement Agreement may be executed in counterparts

which, taken together, shal l  consti tute an original executed Settlement

Agreement

20. The rights and obligations of the Settl ing Parties under this

Settlement Agreement shall be construed and enforced in accordance with and

governed by the laws of the State of California. The Bankruptcy Court may

11 Exhibit 1
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4
I

interpret and enforce this Settlement Agreement, and the Settling Parties submit

to the jurisdiction of the Bankruptcy Court for this purpose

21. All Settling Parties warrant that they have been represented by

counsel in Connection with entering Frito this Settlement Agreement and that all

provisions thereof have been explained to them and that they Understand them

22. All Settling Parties represent and declare that theylhave carefully

read this Settlement Agreement and know the contents thereof and that they

have signed this Settlement Agreement freely and voluntarily

23. Each person executing this Settlement Agreement warrants and

represents that that person is empowered and authorized to bind the party on

whose behalf that person has executed this Settlement Agreement

24. All Settl ing Parties shall execute and deliver all such further

documents and papers, and shall perform any and all acts, necessary to give full

force and effect to all of the terms and provisions of this Settlement Agreement

25. This Settlement Agreement contains the entire understanding of the

Settling Parties with respect to the Matters covered herein and supersedes all

prior and collateral agreements, understandings, statements, and negotiations of

the Settling Parties. All Settling Patties acknowledge that no representations

inducements, promises, or agreements, oral or written, with reference tothe

subject matter of this Settlement Agreement, have been made other than as

expressly set forth herein. This Settlement Agreement cannot be orally changed

rescinded, or terminated. Any change or modification to this Settlement

Agreement must be in a writing signed by all Settling Parties

[signatures on next page]

.i
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MATRIX TELECOM, INC.

1

i

4 ;
By: Dennis E.Smith, President I

.

Dated: September 11, 2002
i
I

I

t
I

INTERNATIONAL EXCHANGE COMMUNKZATIONS, INC.

I

By Dave Davis, __

Dated: September I 2002

Approved as to foml and content

KIRKLAND 8 ELLIS
I

I
I
I

. E/Bennett L. pl  gel /
Counsel to Matrix Telecom, inc.
Dated: September Q, 2002 I

I
I
I

I

Martin R. Bara sf, a member of Klee, Tuchin, Bogdanoff & Stern LLP
Bankruptcy Counsel to International Exchange Communications, Inc.
Dated: August , 2002 4

Aqreed and Approved by lECom's Secured Lenders

O'MELVENY & MYERS

By Ben H. Logan
Counsel to
Dated: September 2002

5
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By ......1 __

Dated: ALiQuot 2002
_,_.....,......,|

$NTERNATIONAL EXCHANGE COMMUNICATIONS, INC.

04,9 Q.;
_ By Dave Davis,' ___

5¢ G .4
Dated; A4884 /.Q_. 2002

r

Approved as to form and content

KIRKLAND 8. ELLIS

By Bennett L. Spiegel
Counsel to Matrix Telecom, Inc.
Dated: August , 2002

8. <7
Martin R. Barash, a member of Klee, Tuchin, Bogdanoff a. Stern LLP
Bankruptcy Counsel so Lr nernationa! Exchange Communications, lm:
Dated: AL1r.'1Lr=f 2002

a»¢»e~»4r aw/
Agreed and Approved by lECom's Secured Lenders

O'MELVENY & MYERS

By Ben H. Logan
Counsel to
Dated: August 2002

.
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By ____|

@1031

Dated: AugUst I 2002

INTERNATIONAL EXCHANGE COMMUNICATIONS, INC

By Dave Davis

Dated: August 2002

As_Q;Q_ved as to form and_gontent

KIRKLAND 8 ELLIS

By Bennett L. Spiegel
Counsel to Matrix Telecom, Inc
Dated: August 2002

Martin R. BaraSh, a member of Klee, Tuchin, Bogdanoff 8. Stern LLP
Bankruptcy Counsel to International Exchange Communications, inc
Dated: August 2002

Agreed arid_Approved bv.l_ECom's Sect_red Lenders

O'MELVENY 8 MYERS

By Ben H. Logan
Counsel! to 3-*mx j~X»-2
Dated: Aug 2002
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Exhibit B - Toll-Free Phone Numbers

1

too 966.451 as
sao ses-6166
Ann 5a9-6812
888 455-5461
800 azz-0954
888 387-7722

sao 322-0960
B00 se0-1289
B00 253-12B9
800 232-8732
800 810-9750
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PROOF QF SERVICE

I declare that I am over eighteen years of age and that I am not a party to this action
My business address is 1880 Century Park East, Suite 200, Los Angeles, California 90067

On October 18, 2002, I served a true and correct copy of the following document o
the parties indicated on the attached list by using the method indicated below

NOTICE OF MOTION AND MOTION BY INTERNATIONAL EXCHANGE
COMMUNICATIONS, INC. FOR APPROVAL OF SETTLEMENT AGREEMENT
WITH MATRIX TELECOM, INC. AND SALE OF ASSETS PURSUANT THERETO
DECLARATION OF DAVID m. DAVIS IN SUPPORT TI-IEREOF

(X) By First-Class Mail: I am readily familiar with the business practice for collection and
processing of correspondence for mailing with the United States Postal Service. I caused
the documents listed above to be deposited, in sealed envelopes, addressed as set forth on
the attached list wide postage thereon filly prepaid, with the United States Postal Service
at Los Angeles, California, on the same day this declaration was executed

8

9

10

11

12

( ) By Personal Service: I caused such envelopes to be delivered by hand to the addresses
indicated on the attached list

( ) By Overnight Courier

14 ( )

: caused the above-referenced docu1nent(s) to be delivered by
overnight courier service for delivery as indicated on the attached list

By Facsimile Machine: I personally caused the above-referenced document(s) to be
transmitted to the person(s) and at the telecopy number(s) indicated on the attached list.
confirmed that the intended recipient received the transmission either

I

16
( > By reviewing the transmission repoxt(s) that the facsimile machine generated; or

the telephone number(s) numberBy contacting the recipient(s) by telephone
indicated on the attached list

18

19

20

I declare that I am employed in the-dffice of a member of the bar of this"CoLu't at
whose direction the service was made and that this declaration was executed at Los Angeles
California on October 18, 2002

I declare under penalty ofpexjunt that the foregoing is true and correct

22

RACHEL JOHANNES

24

25

26

27

40
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UCC Party
IBM Credit Corporation
1133 Westchester Ave _
white Plains, NY 10604

UCC Party
MCI Worldcom Network Services. Inc.
Coitateral Agent for Itself, WoddCom, Inc.
And its Wholly-Owned Subsidiaries
6929 n. Lakewood Mail Drop 5-2-510
Tulsa, OK 74117

UCC Party
Wells Fargo Financial Leasing, inc_
Man: Collediun Department
604 Locus, 14th Floor
Des Moines, IA 50309

UCC Party
Genera! Elem-tric Capital Corporation
2400 E. Katella Ave.. Suite 800 .
Anaheim, CA 92806

UCC Party
Norwes! Financial Leasing, Inc.
1700 Iowa Ave., Suite 240
Riverside, CA Q2SO7

UCC Party
TTXC Division of Dynatech, LLC
20410 Observation Dr.
Germantown, MD 20876

Depository lnsiitulion
Nations Funds
AiM: La Treble Neely
PO Box a70a2
Unite #9011
son Francisco. CA 94137-9011

Depository Institution
LaSalle Bank, NA
Attn; soot Schultz. Vice President
135 SouthLaSalle Street
Chicago, IL 60603

Norther Telecom. inc.
Attn: Senior Manager and
Contracts Mgmt. 8 Negotiations
2350 Lakeside Blvd.
Mall Stop (O7J/DZIAGO)
Richardson. TX 75082-4399

Norther Telecom, Inc. (Address Change)
Attn: Mr. Paul Knudsen
5409 Windward Par4<way
Mall Stop A6DOBABD
Azphatetia, GA 30004

Williams Communications. inc.
Attn: Contract Administration
One Williams Center. 26th Floor
Tulsa, OK 74172

For Wells Fargo Equipment Finance. Inc
Andrew K. AIrer_ Esq.
Marshall J. August, Esq-
Frandzel Robins Bloom & Csato. L.C.
6500 Wilshire Boulevard, 17th Floor
Los Angeles. CA 90048-4920

At try forMCI WorldCom Communications
Robert p. Simons, Esq,
Jeffrey A. Dealer, Esq.
Klett, Rooney, Liefer s. Sehorling PC
One Oxford Centre, 40th Floor
Plttsbur h, PA 15219 . .

At try for MCI WorldCom Communications
Craig Stuppi, Esq.,& Sarah M. Stuppi, Esq-
Sheppard Mullin Richter 8. Hampton LLP
Four Embarcadero Canner, Seventeenth Fir.
San Frandsoo, CA 94111

Special Notice
Securities and Exchange Commission
Attn: Sandra w. Lavigna
5670Wilshire Blvd 1 it Floor
Los 'Angeles, CA 921035

Daniel M. Pelliccioni, Esq
Chares m. Stem, Esq
Joyce s; Jun, Esq. I Julia W. Brand, Esq
Kitten Muffin Zavis
2029 Century Park East, Suite 2500
Los Angeles, CA 90057-3012

Sprlni
Bankruptcy Department
WS: KSOPHA0215-2B81B
6180 Sprint Parkway
Overland Park. KS 65251-1585

Attgy for IDC Corporation
DavidC. Albalah, ESQ
McDermott, wit! & Emery
50 Rockefeller Plaza
New York. NY 10020-1 G05

At try for Ta!k.com f/kla Tel-save
Jeffrey Kurtzman, Esq
Klehr, Harrison, Harvey, BranZburg a E\lers
260 S. Broad Street
philadeiphia, PA 19102-5003

Verizon Communications. Inc
Deny! S. Laddln, Esq. /Tim A. Bairter,Esq
Arr all Go\den & Gregory LLP
2800 One Atiantjc Center
1201 w. Peachtree Street
Atlanta. GA 303082.450

Attys for AT8»T Corp
Robert 0. Tower. Esq. I Sharon L. Levin
Esq. I Vincent D_Agos1ino, Esq
Lowenstein Sandier PC
65 Livingston Avenue
Roseland. NJ 07058

Attys for Concert-iCS
Robert D. Towny, Esq. / David G. Tomes
Esq
Lowenstein Sandier PC
65 Livingston Avenue
Roseland. NJ 07068

WorldxChange
WorldxChange Communications, Inc
Attn: Carl Sonny, Esq
9993 Willow Creek Road
San Diego, CA 82131

Attys for 111 Chelsea. LLC
Edmond p. O'Blian, Esq
Stempel Bennett Clan an & Hochben
855 Third Avenue. 22nd Floor
New York. NY 10017

Williams Communication Group
Ali M.M. Mojdehi, Esq

\.Baker & McKenzie
i101 West Broadway. 12m Floor
San Diego, CA 92101

At try for Cable 8. Wireless USA, lm:
Anthony G. Stamaio, Esq
Baker & McKenzie
One Prudential Plaza
Chicago. IL 50601

Williams Communication Group
m.A; Murphy Shelby
Williams CommUnications Group, inc
4100 One Williams Center
Tulsa. OK 74172

far Global Crossing Bandwidth, Inc
D. Wood, Esq

Embarcsidero Center. Suite 860
\Fmncisoa. CA 94111

At try for Global Crossing Bandwidth, inc
Kim Ferris. Esq
Groban Crossing North America, inc
18D,South Ciinlon Avenue
Rochester. NY 14646

Attys for Nortel Networks, Inc
Erie D. Stat ran, Esq
Loveils
900 Third Avenue. 16th Floor
New York, NY~ 10022
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Debtor
Pacific Gateway Exchange, Inc. et al.
Attn: Mr. David M. Davis
500 Airport Drive, Suite 370
Burlingame, CA 94010

Counsel for the Debtors
Pachulski. Stand, Ziehl. Young 8. Jones
Attn: William p. Weintraub and
David M, Bertenthal
Three Embarcadero Center, Suite 1020
San Francisco, CA 94111

Office of the United States Trustee
Attn: Steven L. Johnson
250 Montgomery Street, Suite 1000
San Francisco, CA 94104-3401

Creditors' Committee Counsel
John A. Moe, Esq.
LJJce, Forward, Hamilton 8- Scripps
777 s. Flguema Street, Suite 3600
Los Angeles, CA 90017

William J.A. Weir, Esq.
Dustin P. Branch. Esq.
Christopher Celentino. Esq.
Luce. Forward. Hamilton 8. Scripps
Suite 2600, 600 w. Broadway
San Diego, CA 92101

Creditors' Committee
Ameritech Global Gateway Services
Attn: Calm Heaney
225 W. Randolph, #1 SA
Chicago, IL 60606

Creditors' Committee
Concert USA
AM: Scott E. Christensen
N 490-V004
412 Mt. Kemble Avenue
Mom'slnwn, NJ 07962

Creditors' Committee
Charles Harp, Qwest Communications Corp
do Evan D. Smiley. Esq.
Albert, Weiland & Golden, LLP
650 Town Center Drive. Suite 950
Costa Mesa, CA 92626

creditors Committee
IT Corporation
Attn: Thomas H. Nagle
520 Broad Street
Newark, NJ 07102

Creditors' Committee
Global Connect Partners/Edge2net, Inc.
Attn: David Boharx CFO
5808 Lake Washington Blvd., Suite 101
Kirkland, WA 98033

Counsel for Bank of America
O'Melveny & Myers l_Lp
Attn: Ben H. Logan, Esq. and
V\ctoria A. GraR, Esq.
400 South Hope Street. Suite 1050
Los Angeles, CA 90071

Debtors' Corporate Counsel
C. Baker/ R. Ziegler and
J. Junewiczl R. Robeson
Mayer, Brown 8 Platt
190 s. LaSalle Street
Chicago, lL 60803-3441

Development Specialists. Inc.
Attn: Bradley D. Sharp
333 South Grand Avenue, Suile 2010
Los Angeles. CA 90071-1524

Development Specialists, Inc.
Attn: Clare M. Pierre, CPA
200 South Biscayne Boulevard. Suite 900
Miami. FL 33131-2321

Development Specialists, Inc.
Attn: William A. Brandt, Jr_, CFO
3 First National Plaza
70 w. MadisonSUSBI, Suite 2300
Chicago, IL GD602-4250

Litigation Counted To PGE
(re Mitsubishi Matter)
Christopher R. Ball
Pillsbury, Macilson a Sutra LLP
50 Fremont Street
San Francisco. CA 94105

Regulatory Counsel
Swidler Berlin Sheriff Friedman, LLP
Ca!herir\e Wang, Esq
3000 K Street, Suite 300
Washington_ DC 20007-5116

Principal Lender
Bank of America
Attn: Therese Fontaine
555 s. Flower Street
Mall Code: CA9-705-11-21
Los Angeles, CA 90071

Principal Lender
Bankers Trust Company
Attn: Albeit L. Fischetti
130 Liberty Street, 28th Floor
New York, NY 10006

At try for General Electric Capital.Corp
Steven B. Sacks, Esq
Perkins Coin LLP
180 Townsend Street
San Francisco. CA

_ 3rd Floor
94107-1909

At try for Matrix Telecom, Inc
Bennett L. Spiegel, Esq
Christopher W. Combs, Esq
Kirkland a. Ellis
777 South Figueroa Street
Los Angeles. CA 90011

Principal Lender
General Electric Capltal Corporation
Attn: Alexander Terras, Esq
Wilson & Mcllvaine
500 w. Madison. Sulte 3700
Chicago, IL 60661-2511

Principal Lender
Brentwood Credit Corporation
Attn: Kevin Gaither
1620 26th Street, Suite 290-S
Santa Monica. CA 80404

Principal Lender I Cisco Systems
Attn: John T. Chambers, President and
Loan Admin. Worldwide Financial Servic
170 West Tasman Drive
San Jose.CA 95134-1619

Internal Revenue Service
1301 Clay St, Suite 1400 South
Oakland_ CA 94612

UCC Party
Sanwa Leasing Corp
PO Box 7023
Troy, MI 48007-7023

UCC party
ATa.T Credit Corp
2 Gatehall Dr
Pamippany, NJ 07054-4521

UCC Party
AC'TERNA
20410 ObserVation Dr
Germantown. MD 20876

UCC Party
Cisco Syn ems Capital Corporation
170 w. Tasman Dr., 3rd Floor
San Jose. CA 95134-1708

UCC Party
IBM Credit Corporation
1 North Castle Drive
Armonk, NY 10504-2575

I.
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Elizabeth Weller, Esq.
Linebarger Heard Goggan Blair Graham
Pena & Sampson, LLP
2323 Bryan Street
1720 Univision Center
Dallas, TX 75201-2691

At try for Harris Corporation
David M. Gonden_ Esq.
Holland & Knight LLP
50 Catifomia StrB8I. Suite 2a00
San Francisco, CA 94111-4824

At try for Joyce Hewers
Matthew J. Shier, Esq.
Pinnacle Law Group. LLP _
425 California Street. Suite 1800
San Francisco, CA 94104

At try for Joyce Hewing
Keith Ehnnan. Esq.
McGuinn, Hillsman & Palefsky
535 Paei6c Avenue
San Francisco, CA 94133

IBM Credit Corporation
Kelly Lewis, Rastruciuring Grp - MD NC317
IBM Credit Corporation
North Castle Drive
Armonk. NY 10504

Metromedia Fiber Network Services, mc.
Stephen J. Shimshak. Esq.
Paul Weiss Rifklnd Wharton & Garrison
.1285 Avenue of the Ameriws
New York, NY 10019-6064

Metmmedia Fiber Network Services. inc
Robert Sokota. General Counsel
Metmmedia Fiber Network Services, Inc.
360 Hamilton Avenue
While Plains, NY 10501

At try for CTN Telephone Network, inc. and
1nt'l. Telecommunications
Chares Becker, Esq.
5173 Waring Road, Suite 103
San Diego, Callfomia 92120

At try for Comptroller of Public Accounts
the State of Texas. ('Comptroller")
Jay w. Hurst, Assistant At try General
Bankruptcy 8- Collections Division
POSt Office Box 12548
Austin,TX 78711.2548

Kay D. Brock, Assistant ruby General
c/o Martha m. Pena. Legal Assistant
Office of the At try General
Bankruptcy 8= Collections Division
Post Office Box 12548
Austin. TX 78711-2548

At try for Satelindo
AdrianJ. Murphy, Esq.
Hanson Bridgett Marcus Vlahos & Rudy
333 Market Street. Suite 2300
San Francisco, CA 94105-2173

At try for Carramerica Realty C4Jrpol"a6on
Jana Logan. Esq.
Kimball. Tired & St. John
1202 Kettnef Boulevard, Third Floor
San Diego. CA 92101

Atlny for Viatel, Inc.
Amy E. Edgy, Esq.
KasowitzBenson Ton12s 8. Friedman LLP
1633 Broadway
New York. New York 10019 .

At try for Codetel
Thomas w. Dressler, Esq.
Salvador p. Lavina_ Esq.
Dressler 8 Lavina, LLP
515 SouthFlower Street. Suite 4400
Los Angeles, CA 90071

Wested Intemationart, Inc.
Virginia Andrews. Credit & Coledions
Manager
Westel Intemationai. Inc.
9606 North Mop ac - 7th Floor
AuStin, Texas 78759

At try for Ann chick
Margaret J. Grover, Esq.
Height Brown & Bonesteel.LLP
100 Bush Street, 27thFloor
San Francisco, CA 94104

At try for Bellsouth Lang Distance, Inc.
Paul m. Rosenblatt, Esq.
Kilpatrick Stockton LLP
1100 Peachtree Street. Suite 2800
Atlanta, GA 30309-4530

At try for David A. Gill. Chapter TI Trusts
forlJustice Telecom Corporation
John J. Bingham, Jr., Esq.
Darning Gill Diamond 8- Kmmz LLP
2029 Century Park East., This Floor
Los Angeles, CA 90067.2904-

At try for Ennis Networks. Inc.
Matthew p. Vafidis, Esq.
David M. Gorden, Esq.
Holland & Knight LLP
50 Califcxmia Street, 28th Floor
San Francisco, CA 94111

Atlny for Time Warner
Linda Boyle
Time Wamer Telecom Inc.
10475 park Meadows Drive, #400
Littleton, CO 80124

Special Notice
Michael J. Sachs. Esq.
Callahan & Blaine
3 Hutton Centre Drive, Suite 900
Santa Ana. CA 92707

RECEIVE

OCT 21 19141
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Attys for MCI Worldcom Communications
Craig Stuppi, Esq., & Sarah M. Stuppi, Esq
Sheppard Muslin Richter & Hampton LLP
Four Embarcadero Center, Seventeenth Flr
San Francisco. CA 94111

Crossway Communications Inc
Patricia s. Mar, Esq
Morrison & Foerster LLP
425 Market Street, 33rd Floor
San Francisco. CA 94105-2482

Special Notion / Sprint
Ann: Marti Schach, Marketing 8- Sales
Mall Stop: KSOPHA0215-28618
6480 Sprint Parkway
Overland Park. KS 662514556

Attys for Dallas Main, LP
Thomas A Connor, Esq
Locke Liddell & Sapp LLP
2200 RossAvenue.Suite 2200
Dallas. TX 75201

At try for Adelphia Business Solutions
Stuart m. Brown, Esq
Buchanan Ingersoll P.C
ElevenPenn Center_ 14th Floor
1835 Market Street
Philadelphia. PA 19103

Missouri State, Dept. of Revenue
Missouri Department of Revenue
Bankruptcy Unit
Attn; Gary L. Barnhart
PO Box 475
Jefferson city, MO 65105-0475

Christopher T. HefI'el6nger, Esq
Nicole Lavellee, Esq
Berman. DeValerio, Pease a Tabaceo. PC
425 California SUE6L Suite 2025
son Francisco. CA 94104

At try for Star Telecommunications, Inc
Alan D. Condren, Esq
See. Mackall & Cole LLP
1332 Anacapa $1J'Eef, sum 200
Santa Barbara. CA 93101

Anya for_Te!eglobe
AlbertlFlor_ Jr., Esq
Wendel. Resin, Black & Dean. LLP
1111 Broadway,24th Floor
Oakland. CA 94607

Attys for RSL Com USA, Inc
LeBoeLrf. Lamb. Greenea MacRamé. LLP
Attn: Bennett G. Young. Esq
One Embarcadero Center. Suite 400
San Francisco, CA 941 1143619

Attys for RSL Com USA, Inc
LeBoeuf. Lamb. Greene 8 MacRamé_ LLP
Attn: Allison H.Weiss, Esq
125 West 55th 5UB81
New York. NY 10019

Atiny for G11 West sixth Street Assoc
Robert p. Friedman. Esq

ices of Robert p. Friedman
B27 Moraga Drive
Bet Air. CA 90049

Landlord
Bay Park Plaza Assoc. LP
Attn. General Counsel
2929 Campus Drive, Suite 450
San Mateo. CA 94403

Landlord
Bay Park Plaza Assoc. LP
Attn; Property Management
2929 Campus Drive, Suite 150
San Mateo. CA 94403

Landlord
PA..Building Company
do Sylvan Lawrence Company
1000lwilliam Street
New-York. NY 10038

Special Notice
Waterfront Towers
c/o George p. Eshoo. Esq
7Q2 Marshall Street.Ste.500
Redwood City, CA 94053

At tryfor ECl Telecom, Inc
Bradley m. Saxton, Esq
Holland & Knight LLP
Post Office Box 1526
Orlando, FL 32802-1526

At try for RR Donnelley 8. Sons Company
Thomas R. Mu\ally_ Esq
Strabo, Spencer & Mulaliy (TRM)
A14155 Magnolia Blvd.. Suite 200
Sherman Oaks. CA 91423

At try for MichiganState,RevenueDivision
Peggy A- Housner (P47207)
Asst. Atty General
Dept. of Atty Genera!
ReveueDivision, 1st Flr Treasury Building
Lansing, MI 48922

At try for NOSVA Limited Partnership &
nos Communications. Inc
William H. Kiekhofer, Ill, Esq
KelieyDlye &Warren LLP
777 SouthFigueroa Street. Suite 2700
Los Angeles, CA 90017

Mark Miche\s, Esq
Cisco Systems, Inc
170 West Tasman Drive
San Jose. CA 95th

At try for Cisco
David A. Honig. Esq
Murphy Sherman Julian & Rogers
101 California SY.r€&\. Suite 3900
San Francisco. CA 94111

At try for Verestar fa ATC Telepcrrts
MetroGroup
At1n° Marcus L Army
26 Broadway, Suite 400
New York.NY 10004

At try for SBC Communications. Inc
Rebecca U. Litterleker_ Esq
Mcnutt&Litteneker. LLP
55 Hawthorne Street. Suite 430
San Francisco. CA 94105

At try for SBC Communications. Inc
Brad Smith, Esq
SBC Communications. Inc
One Bell Plaza. Room 3022
20B s. Award
Dallas, TX 75202

At try for Commissioner of Revenue
Tisha Federico, Esq
Legal Services, 27th Floor
312 8th Avenue North
Nashville. TN 37243

Globe Telecom
Ruben J. Moore. Esq
Fred Neufeld. Est;
Milbank Tweed Hadley, et al
801 South Figueroa Street, 30th Floor
Los Angeles, CA 90017-5735

Aitny for Kuehne a Nagel, Inc
Jay M. Tannenbaum. Esq
Seals & Tenens»aum. P.C
2323 West Lincoln Avenue. Suite 127
Anaheim. CA 92801

At try for Kuehroe & Nagel. Inc
Neil Ross. Esq
MetroGroup
26 Broadway_ Suite 400
New York. NY 10004

At try for CAT Technology, Inc
William Webb Ferrer, Esq
Law Offices of William Webb Farrar
300 Montgomery Street, Suite 600
San Fmndscd. CA 94104
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ATTACHMENT B

ASSETS TO BE TRANSFERRED

I



Exhibit A - Assets

1. All of IECOMM's retail customer base, including but not limited to the following
approximately 30,000 customer accounts receiving 1+, calling card, or toll-free services

2. All data. databases, documentation, customer records, end-user call records for the past two years
credit information, correspondence, contracts, letters of authority, customer subscription contracts
informal and formal Public Utility and FCC complaints, etc., related to the Assets described herein

3. All accounts receivable, notes receivable, customer receivables or other sums due to IECOMM for
Direct billed service relating to the Assets prior to the Effective Date. Said amounts shall include Direct
billed traffic remaining unbilled to the end-user on the Effective date in accordance with past billing
practices

4. Carrier Identification Code 0597, 0025, 5734, 5464, 5318 &6822
and corresponding ACNA( IX for all 6 CIC's)

5. All of IECOMM's used or reserved toll-free telephone numbers, including but not limited to those set
forth in Exhibit B

6. Perpetual right to use IECOMM's name, logos, trade or serv ice marks, etc., which have been
associated with the customer base

7. Any assets of the type described above which are acquired after the date hereof

8. All IECOMM lockboxes and bank accounts used to receive customer and LEC payments. Each
account will have a reconciled zero balance except for all deposits and receipts from and after the
Effective Date



Exhibit B - Toll-Free Phone Numbers

800 966-6106
800 966-6166
800 589-6812
888 455-5461
800 322-0964
888 387-7722

800 322-0960
800 360-1289
800 253-1289
800 232-9732
800 810-9750

E





PRELIMINARY DRAFT: 11/8/02

NOTICE OF TRANSFER OF LONG DISTANCE TELEPHONE SERVICE

[Date]

Dear Customer

International Exchange Communications, Inc. ("IECom") currently provides your long
distance service. Due to circumstances related to IECom's bankruptcy, Matrix Telecom, Inc
("Matrix") has agreed to acquire the IECom name and will shortly begin providing long distance
service to IECom customers. This transfer will ensure that customers of IECom continue to
enjoy uninterrupted long distance service. This transfer will not affect your long distance rates
nor the terms and conditions of your service. In fact, your long distance bill will continue to list
IECom as your long distance provider

The bankruptcy court has ordered this transition to occur as soon as possible after [INSERT
EFFECTIVE DATE OF BANKRUPTCY ORDER]. Unless you have begun using a long
distance provider other than IECom prior to this date, Matrix will transition your current long
distance service to Matrix. The change to Matrix will not impact your local carrier selection

The low rates you currently pay for long distance as well as your terms and conditions of
service will remain unchanged. If, in the future, there are any changes to your rates or the terms
and conditions of your service, they will be indicated on Matrix's website at
www.mat1'ixtelecom.corn

You have the right to subscribe to long distance service Hom any service provider you
wish. This decision is entirely up to you, and you may choose to switch to another carrier either
before or alter this change occurs. Matrix values your continued business and will gladly
respond to any questions or complaints you may have about IECom's service. When your
service is transitioned to Matrix, you will not be billed a carrier change fee, however, selecting a
carrier other than Matrix may result in such a charge being imposed by that canter

If you have arranged a preferred canter freeze through your local carrier on the service(s)
involved in this transfer, the freeze will be removed in order to transition your service to Matrix
After the transfer, you must contact your local carrier if you want to re-establish a preferred
carrier freeze

If you have any questions regarding this notice, please contact Matrix at [INSERT
APPLICABLE TOLL FREE CUSTOMER SERVICE NUMBER]

Sincerely


